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Hong Kong Aircraft Engineering Company Limited, one of the
world’s leading aeronautical engineering groups, is engaged in
the maintenance, modification, repair and overhau! of
commercial aircraft and their components.

it is principally based at Hong Kong’s International Airport, but
through jointly controlied companies also provides services in
Xiamen, Mainiand China and at off airfield locations in Hong Kong.

At Hong Kong’s international Airport, where it has about fifty
airline customers, it is the only aircraft maintenance facility able
to offer a comprehensive package covering transit and technical
services with full hangar support.

The hangar has the capacity to accommodate three wide-
bodied aircraft fully docked and an additional two nese-in, with
a unigue mobile tail enclosure to provide full cover and access
staging. It has the necessary approvals to handle a wide variety
of aircraft types from Boeing 747 to new generation aircraft such
as B777 and the Airbus A320/321, A330 and A340C. The facility
also undertakes B747-200 combi to freighter conversions.

The extensive component and avionics overhaul facilities are
situated at Tseung Kwan O in Hong Kong, as is the Rolls-Royce
engine service centre operated by Hong Kong Aero Engine
Services Limited. .

Taikoo (Xiamen) Aircraft Engineering Company Limited operates
at Xiamen'’s airport, where it provides heavy maintenance on
Boeing and Airbus aircraft and offers a B747-200/300
passenger to freighter conversion programme. It also offers line
maintenance services at various locations in Mainland China.
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Ten Year Financial Summary TS 8 EEI =

2002 2001 2000 1999 1998
{in HK$ Million)
Turnover 2,078 1,994 1,821 1,859 2,028
Share of results of jointly
controlled companies 227 197 134 61 43
Profit attributable to shareholders 465 312 400 59 146
Dividends 83 108 106 81 111
Funds employed :
Fixed assets 1,597 1,636 1,708 1,773 1,895
Other assets 2,201 1,607 1,276 1,188 1,476
3,798 3,243 2,984 2,961 3,371
Less: liabilities 512 418 360 339 709
3,286 2,825 2,624 2,622 2,662
Financed by :
Shareholders' equity 3,177 2,713 2,509 2,504 2,541
Minority interest 5 5 5 5 5
Long term loan 104 o7 110 13 116
3,286 2,825 2,624 2,622 2,662
(in HKS)
Earnings per share 2.80 1.87 2.21 0.32 0.79
Dividends per share 0.74 0.65 0.61 0.44 0.60
Special dividend per share 2.50 - - - -
Shareholders’ equity per share 19.10 16.30 15.02 13.53 13.72
Dividend cover - times 378 288 379 0.73 1.31

Note: SSAP 34 "Employees benefits” has been adopted in 2002 with an adjustment to opening reserves of HK8117 million as at 1st January 2002,
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Chairman’s Statement

TEREE

Results
Profit after tax attributable to shareholders for the year was
HK$465 million, which represented an increase of 49% from the

previous year.

This result included an amount of HK$70 million comprising the
release of provisions made in previous financial periods to cover
potential problems in collecting full amounts due from customers
and for stock obsolescence. The corresponding figure in 2001
was a charge of HK$54 million. In addition, there was a non-
recurring HK$14 million profit in 2001 from the disposal of a
house previously used by staff, and the sale of the Company’s
wheel and brake repair and overhaul business to its jointly

controlled company, Goodrich Asia-Pacific Limited.

The increase in attributable profit in 2002 before these
exceptional itams was 12%, from HK$352 million to HK$395

million.

The contribution from jointly controlled companies continued to
grow in 2002, with their combined share of recurring pre-tax
profits increasing from HK$222 million to HK$262 million. In
particular, both Taikoo (Xiamen) Aircraft Engineering Company
Limited (TAECO) and Hong Kong Aero Engine Services Limited
(HAESL) had successful and profitable years.
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Line maintenance
at Chek Lap Kok,
Hong Kong
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Review of Operations

The Company is the sole provider of comprehensive aircraft
maintenance at Hong Kong International Airport. The Company’s
premises comprise a single hangar capable of fully enclosing
three wide-bodied alrcraft, together with associated workshops
and offices, and a five-storey building at Tseung Kwan O
housing component and avionic overhaul workshops and
administration offices. The Company also occupies space at the

airport terminal.

Line maintenance

The line maintenance division employs around 1,550 people,
who provide a comprehensive range of technical and non-
technical services to airlines operating through Hong Kong
International Airport. The Company is the main provider of such
services in Hong Kong and hence the division's performance is

primarily related to the number of flights through the airport.
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Chairman’s Statement E/EHREE

In 2001, the average number of aircraft handled daily was 187,
and this average number grew to 200 this year, a 7% increase.
This market in Hong Kong continues to be extremely price-

sensitive.

Base maintenance

The base maintenance division employs arcund 1,130 people,
who provide customers that rely on the Company for
comprehensive support with a full range of scheduled
maintenance checks and in addition undertake periodic checks,
modifications and overhaul work on a wide variety of aircraft
types. Approximately 43% of the division's work is for the three
scheduled airlines operating out of Hong Kong: Cathay Pacific
Airways, Air Hong Kong and Dragonair. It competes on price,
availability of space, turnround time and quality of workmanship
with other Maintenance and Repair Organisations worldwide.

The hangar was busy throughout the year, resulting in an

Hong Kong Aircraft Engineering Company Limited Annual Report 2002
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increase in utilisation of both staff and facilities. Man-hours sold
in 2002 were 1.38 million, a 5% increase when compared
with 2001,

Component and avionics overhaul

The overhaul division occupies a five-storey building at Tseung
Kwan O with more than 7,000 sguare metres of modern
workshop space and employs around 230 people. The
agreements with two Airbus component Original Equipment
Manufacturers to provide warranty and repair services resulted
in increased utilisation of the facilities during the year, and this is

expected to improve further in 2003,

Cathay Pacific Airways has taken delivery of two Airbus A340-
600 aircraft with a third scheduled for delivery in April 2003. The
Company has negotiated a contract with the airline to acquire,
maintain and lease to it, a pool of spares specific to these

aircraft. The cost of the spares acquired will total HK$81 miltion.

Jointly controlled companies

TAECO operates two hangars, each of which is capable of fully
enclosing two wide-bodied aircraft. A third hangar of similar size
is currently under construction. It is scheduled io open on 24th
March 2003 and to be fully operational by the last quarter of the
year. Most of TAECO’s capacity is taken up by shareholder
customers {or their affiliates); work was also undertaken for
ANA, Xiamen Alrlines and Hainan Airlines. After a relatively slow
start to the year, capacity was well utilised during 2002 with the
completion of a number of comprehensive heavy maintenance
packages and the conversion of Boeing 747-200/300 passenger
aircraft for use as freighters. Line maintenance support has been
provided to Dragonair in Beijing, Shanghai and Xiamen, and to
other foreign carriers operating intc Xiamen and Shanghai. By
the year-end, these operations were handling 170 flights per
month in Xiamen and 90 in Shanghai. Reflecting lower utilisation
early in the year, and smaller work packages on aircraft in the
hangar, the profit attributable to the Group decreased 7% from
2001.
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Chairman’s Statement TEHEE

HAESL had a strong year, with increased revenue and improved
profitability. This increase reflected additional throughput and
work packages on the Trent 700 and 800 engines. In addition to
work performed for Cathay Pacific Airways, which accounts for
about 50% of revenue, significant engine work was also carried
out for Rolls-Royce plc, Emirates Airlines, Qantas Airways, Thal
International, Malaysian Airlines, Garuda and China Southern
Airlines. S.‘rngapore Aero Engine Services Pte. Limited (SAESL),
in which HAESL has a 20% interest, started operations in
January 2002. SAESL resulis in 2002 were in line with
expectations and it plans to break even in 2003 on increased

volume.

Goodrich Asia-Pacific Limited, (formerly Goodrich Aerospace
Asia-Pacific Limited) which refurbishes carbon brakes and
overhauls wheel hubs at Fanling, in Hong Kong, continued to
perform very well. The Xiamen based Goodrich TAECO
Aeronautical Systems (Xiamen) Company Limited (formerly TRW
TAECO Aeronautical Systems (Xiamen) Company Limited)
experienced increased demand for its services and was

profitable.

Shandong TAECO Aircraft Engineering Company Limited, which
provides a heavy maintenance service for narrow-bodied aircraft
and in particular B737 alircraft, is expanding its capacity and
capabilities to meet customers’ projected needs. A second
hangar, which is planned to cost US$8.6 million, is scheduled

for completion in May 2003. This company is profitable.

Hong Kong Aircraft Engineering Company Limited Annual Repart 2002
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In-Services Asia Limited sells Intertechnique components, and
provides a warranty and repair service to customers. Its revenue

has grown in 2002 and the company is profitable.

EADS SOGERMA HAECO Services Company Limited, a jointly
controlled company in which the Company has a 50% interest,
was incorporated during 2002. It has acquired from the
Company the computerised component testing equipment it

installed in 2001 and has had a satisfactory year.

Honeywell TAECO Aerospace (Xiamen) Company Limited made

a profit for the year.

GE Engine Services (Xiamen) Limited had a disappointing year.
The planned development of the engine strip and rebuild
workshop into a facility capable of refurbishing and repairing
engine components has been delayed by the General Electric

Company until 2003.

Components testing
at Tseung Kwan O,
Hong Kong
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Chairman’s Statement EEHEE

Engine testing facility at
HAESL, Tseung Kwan O,
Hong Kong
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Financial Review
Turnover increased by 4%, primarily reflecting increased activity

at the airport and more heavy maintenance work in the hangar.

The Company's base maintenance facility and related offices
operate at Hong Kong International Airport under a 20-year
franchise from the Airport Authority. While the buildings were
designed to have at least a 40-year life, the Directors have
decided that it is more appropriate that these facilities be
amortised over the period of the franchise and the estimated
useful life has been adjusted accordingly. This has resulted in
HK$27 million of additional depreciation in 2002 compared with
2001.
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Dividend

Your Directors have recommended a final dividend for 2002 of
HK$0.46 per share which, together with the interim dividend of
HK$0.28 per share paid on 23rd September 2002, results in a
total distribution for the year of HK$0.74 per share, an increase
of 14% over the total dividend declared for 2001. The dividend

cover is 3.8 times.

In addition, the Directors have recommended a special dividend
of HK$2.50 per share payable with the final dividend.

The total dividends paid and proposed in respect of 2002 is
HK$539 million.

Net assets

Net assets increased during the year from HK$2,825 million to
HK$3,286 million. Capital expenditure amounted to HK$87
million, mostly on tooling and vehicles used on the airfield.
Working capital increased from HK$138 million to HK$500
million with the refinancing of staff housing loans and the release

of provisions made in previous financial periods.

Net liquid funds and financing

Cash, cash equivalents and short term deposits increased by
HK$422 million to HK$547 million during the year, with strong
net operating cash flow. The Company is expected to generate
liguid funds during 2003 that will exceed its operating, working
capital and budgeted capital expenditure requirements. In
addition, it has negotiated loan facilities equivalent to HK$454
million, of which HK$376 million is subject to renewal during
2008.

CHOR 5| 4943 | | 2l s> 30 Ot 3 H B Y Rk Bh

AN

N



Chairman’s Statement TEREE
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Currency fluctuations

The Group’s income is substantially in HK dollars or US dollars.
Operating costs and capital expenditure of the Company and its
Hong Kong based jointly controlled entities is substantially in
those same currencies, as are those of its jointly controlled

entities in Mainland China, which also use Renminbi.

Environment

In recognition of its impact on the environment, when it moved
to Chek Lap Kok and built its new facilities in Tseung Kwan O,
the Company incorporated numerous systems to minimise the
effect of effluents on the environment. Since then, it has initiated

projects to reduce where possible energy and resource usage.

Staff

The Company employed 3,544 staff at the end of 2002, a smali
decrease from the end of 2001. This number included 188
craftsmen and engineering apprentice trainees for TAECO and
145 full-time HAECO employees who have been seconded to
TAECO.

In addition, TAECO employed 1,725 local staff and HAESL 683
staff.

The good result for the year reflects the hard work and
commitment of all the staff, and on behalf of the shareholders, |

would like to thank them for their continuing support.
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Heavy maintenance at
TAECQO, Xiamen,
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Qutlook

The Company’s heavy maintenance facilities have been well
utilised during the year, and forward bookings indicate this will
continue into the first half of 2003. The number of flights
through Hong Kong International Airport is expected to increase
in 2003 and this should lead to growth in line maintenance
revenue. However, rates will continue to be under pressure, due
to both the worldwide capacity for heavy maintenance and the
competitive environment for technical and non-technical line
maintenance services at Hong Kong International Airport, and
any increase in volume could be offset by a fail in the rates.
TAECO’s third hangar will become operational progressively
through 2003, but HAESL will face increasing competition, and
the overall result from the jointly controlled companies is unlikely

to match that of last year.

David Turnbull
Chairman
Hong Kong, 4th March 2003
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Directors

¥%

Executive Directors

David Turnbull, aged 47, has been Chairman of the Board
since September 1995, He was Director and Managing Director
of the Company from January 1990 to December 1993 and
rejoined the Board in March 1995. He is also Deputy Chairman
and Chief Executive of Cathay Pacific Airways Limited and a
Director of Swire Pacific Limited and John Swire & Sons (H.K))
Limited. He joined the Swire Group in 19786.

Chan Ping Kit, aged 57, was appointed Deputy Chairman and
Chief Executive Officer on 8th August 2001. He first joined the
Company in 1966 and resigned from the Company as Deputy
Chief Engineer (Maintenance) in June 1990. He rejoined in
December 1892 as General Manager (Base Maintenance &
China Operations) and was appointed a Director in November
1993. He was appointed Managing Director in July 1998.

John Paterson, aged 45, has been a Director of the Company
since October 1998 and was appointed Chief Operating Officer
of the Company on 1st January 2002. He joined the Swire
Group in September 1978. He is also a Director of Hong Kong
Aero Engine Services Limited and Singapore Aero Engine
Services Pte. Limited.

Marven Bowles, aged 52, has been Finance Director since
October 2000. He was Company Secretary from August 1991
to October 1897, He joined the Swire Group in 1981.

Mark Hayman, aged 42, joined the Company in October 2001
and was appointed Director (Engineering) on 1st February 2002.
He was previously General Manager Engineering Planning and
Technical Supplies of Cathay Pacific Airways Limited. He joined
the Swire Group in 1987.
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Non-Executive Directors

Derek Cridland, aged 57, has been a Director of the
Company since May 1998. He is also Engineering Director of
Cathay Pacific Airways Limited and a Director of Hong Kong
Aero Engine Services Limited and Associated Engineers Limited.
Alternate: Chris Gibbs

Davy Ho Cho Ying, aged 55, was appointed a Director in
September 1999. He joined the Swire Group in 1970 and has
worked with the Group in Hong Kong and Taiwan. He is also a
Director of Swire Pacific Limited and John Swire & Scns {H.K.)
Limited.

Peter Johansen’, aged 60, has been a Director since July
1984. He joined the Swire Group in 1973 and has worked with
the Group in Hong Kong and Japan. He is also a Director of
John Swire & Sons Limited and Swire Pacific Limited.

Tony Tyler, aged 47, has been a Director of the Company since
December 1896. He joined the Swire Group in 1977 and has
worked in Australia, the Philippines, Canada, Japan and Europe.
He is also a Director of John Swire & Sons (H.K.) Limited,
Director Corporate Development of Cathay Pacific Airways
Limited and a Director of Hong Kong Dragon Airlines Limited.

Independent Non-Executive Directors
Dinty Dickson Leach?, aged 57, has been a Director of the
Company since July 1886. He is also a Vice Chairman of CLP
Holdings Limited, Chairman of Tai Ping Carpets international
Limited and a Director of The Hongkong & Shanghai Hotels,
Limited and Chairman of Sir Elly Kadoorie & Sons Ltd. He is
also Chairman of the Audit Committee.

Alternate: The Hon. Michael Kadoorie

Dr. Alex Wu Shu Chih*, cse, LD, JP, aged 82, has been a
Director of the Company since January 1983. He is also
Chairman of Fidelity Management Limited, Vice Chairman of Dai
Nippon Printing Co., (HK) Limited and a non-executive Director
of a number of listed companies including Hong Kong Ferry Co.
Limited.

Lincoln Leong Kwok Kuen, aged 42, was appointed a
Director of the Company on 4th March 2003. He is also Finance
Director of MTR Corporation Limited and a Director of Tai Ping
Carpets International Limited.

# Member of the Audit Committee
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Executive Cfficers
THAE

Secretary

Margaret Yu Chan Sau Mui, aged 57, has been Company
Secretary since September 2002. She joined the Swire Group in
1978.

Executive Officers

Fred Chan Chi Hung, aged 54, joined the Company in 1967
and was appointed General Manager Component & Avionics
Overhaul in December 1996. He is also Director and General

Manager of Goodrich Asia-Pacific Limited.

Mak Chung Yu, aged 35, joined the Company from Cathay
Pacific Airways Limited in September 2002 as General Manager

Corporate Planning.

Thomas Ng Sze Ho, aged 49, rejoined the Company in 1995
and was appointed General Manager Personnel in November
2002. He was previously employed by the Company from 1987
to 1991.

Ashok Sathianathan, aged 55, first joined the Company in
1987 and resigned in 1989. He rejoined the Company in 1992,
was appointed a General Manager in August 1898 and is
currently General Manager Commercial with responsibility for

material management and commercial functions.

Woo Hung Kwong, aged 51, joined the Company in 1981 and

was appointed General Manager Finance in August 2000.

Paul Yu Kam Lam, aged 55, has been General Manager
Maintenance since December 1999. He was previously
employed by the Company from 1967 to 1990 and rejoined as

General Manager Base Maintenance in September 1897.

NEIME

REEE BET+HEE g-2F
“EABREELTRE c BR—Nt
NEMARTER o

THAE

BREHR BEE+IE  R-ANtE
MARRET  R—hAARE+TZAEZE
EHEHEMERBELR - BB
Goodrich Asia-Pacific Limited EZE 3
AR o

NEMAERTHEEERE L -
WZEEHBEEMERTRAT o

;Q/u\%s IEE'HL% ! Ej‘\_j'bj'bﬂfﬁ
BRMARAT  YR-BB_F+—

tii—ﬂﬂ—ixﬂéﬁ’%ﬂ&ﬁ 7] o

DEFHE  BERE+TER  ER—AAL
FEMARLE > R—AN\NEFEE - &
R=—NAAZEBFBIXMARQT » R~
AANENBEZRABEE  BAEY
HEEE aEYEEEREERK -

HEX  BEE+—8 R-hN—£&
MAKRQE  UR=_BEEFENAEES
EAIKEEE .

EEM BEI+ES @—hANE
+ = ARSI - HER—N
ATEE-NABESEREAAT R
—ANEEABERMARATHEE
B EEIETE o




Corporate Information

NEER

Registered Office
35th Floor, Two Pacific Place
88 Queensway, Hong Kong
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Report of the Directors
EERAE

The Directors submit their report and the audited accounts for
the year ended 31st December 2002 which are set out on

pages 24 to 47 .

Principal activity and results

The Hong Kong Aircraft Engineering Company Limited Group is
primarily engaged in the business of commercial aircraft
overhaul and maintenance. Its operations are carried out
principally in Hong Kong. The results of the Group are set out in

the consolidated profit and loss account on page 24 .

Ten year financial summary

A ten year financial summary of the results and of the assets

and liabilities of the Group is shown on pages 2 and 3.

Dividends

The Directors recommend the payment of a final dividend of
HK$0.46 and a special dividend of HK$2.50 per ordinary share
for the year ended 31st December 2002 which, together with
the interim dividend of HK$0.28 per ordinary share paid on 23rd
September 20G2 makes a total dividend for the year of HK$3.24
per ordinary share. This represents a total distribution for the
year of HK$539 million. Subject to the approval of the 2002 final
dividend and special dividend by the shareholders at the Annual
General Meeting on 13th May 2003, it is expected that the
dividends will be paid on 20th May 2003 to shareholders
registered on 13th May 2003. The shareholders’ register will be
closed from 5th May 2003 to 13th May 2003, both dates

inclusive.
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Reserves
Movements in the reserves of the Company and the Group

during the year are set out in note 20 to the accounts.

Bank and other borrowings
The Company and its subsidiary have no bank loans at the end
of the year. The details of other borrowings are shown in note

21 to the accounts.

Interest

The details of interest are included in note 7 to the accounts.

Accounting policies
The principal accounting policies of the Group are set out in

note 2 to the accounts.

Donations
During the year the Company and its subsidiary made donations

for charitable purposes totalling HK$1 million.

Fixed assets
Movements of fixed assets are shown in note 12 to the

accounts.

Significant transactions with a related
company

Various contracts in relation to the maintenance and overhaul of
Cathay Pacific Airways Limited’s aircraft and related equipment,
which in total are significant and represented approximately 43%
of the Group’s turnover in 2002, exist between the Group and
Cathay Pacific Airways Limited. These contracts have all been
concluded on normal commercial terms in the ordinary and
usual course of business of the Group and Cathay Pacific

Airways Limited.
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Report of the Directors EERRE

Share capital

During the year under review, the Company purchased 126,600
of its shares on The Stock Exchange of Hong Kong Limited (the
Stock Exchange). The repurchases were considered by Directors
to be in the long-term interests of Shareholders to the extent
that they would result in increases in earnings per share and the

return on shareholders’ capital and would not weaken the

Company’s balance sheet or its ahility to make other

investments. All of the shares repurchased were cancelled.

Details of the repurchases are as fcliows:

EEEN

HEREER  RATREBBERSH
EBRATE) (P BREIA L F$126,600
BRRG  EERARBERDESER
BARRRESEHRIEM  RTEHISH
EAFz EERBRIUEETHERE
ZEEN ANBARRERRERG -
FEZSBREZRMOCIKEHE - BER
BEEELT ¢

Highest price
paid per share
FhEaER

Lowest price
pald per share Aggregate price
EREEER mEg

Number of

Hong Kong Aircraft Engineering Company Limited Annual Report 2002

shares purchased

Month BRRHHE (HKS#T)

(HKS T}

(HK$ETT) A

January 2002

126,600 12.35 11.90

1,538,630 ZET-F—f

As at 31st Decemter 2002, 166,324,850 shares were in issue
(31st December 2001. 166,451,450 shares).

+—8  EBTRHE
766,324,850;5;? (ZEF-—F+-A=+—HA
166,451,4504) «

—EE +—-A=
£

Agreement for services

There is an agreement for services, in respect of which the John
Swire & Sonsg Limited group provides services to Hong Kong
Aircraft Engineering Company Limited and its subsidiary and
under which costs are reimbursed and a fee payable. The
counter party was John Swire & Sons Limited (JS&S} until 30th
June 2002 and has been John Swire & Sons (H.K.) Limited
(JS&SHK), a wholly-owned subsidiary of JS&S, since 1st July
2002. The agreement can be terminated by either party giving
not less than twelve months’ notice of termination expiring on

31st December 2004 or any subsequent 31st December.

Peter Johansen as a director and shareholder of JS&S is
interested in this agreement. Davy Ho Cho Ying, David Turnbull
and Tony Tyler are directors of JS&SHK and therefore have an
interest in the agreement with JS&SHK.
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Major customers and suppliers

71% of sales and 40% of purchases during the year were

attributable to the Group's five largest customers and suppliers
respectively. 43% of sales were made to the Group's largest
customer, Cathay Pacific Airways Limited while 11% of
purchases were made from the largest supplier, Airport Authority

of Hong Kong.

No Director, their associates or any shareholder who to the
knowledge of the Directors owns more than 5% of the
Company's issued share capital (other than in respect to Cathay
Pacific Airways Limited) has an interest in the customers or

suppliers disclosed above.

Directors

Of the present Directors whose names are listed on pages 14
and 15, Mark Hayman and Lincoln Leong Kwok Kuen were
appointed on 1st February 2002 and 4th March 2003
respectively. In addition, Keith William Law and Stephen Lau
Kwong Chuen served as Directors until their retirement on 31st
January 2002 and 31st July 2002 respectively. All the remaining
Directors served throughout the year and still hold office at the

date of this report.

At various times during the year, Chris Gibbs and The Hon

Michael Kadoorie served as alternate Directors.

Article 93 of the Company’s Articles of Association provides for
all Directors to retire at the third Annual General Meeting
following thelr election by ordinary resolution. In accordance
therewith Chan Ping Kit, Davy Ho Cho Ying, Tony Tyler and
Dr Alex Wu Shu Chih retire this year and being eligible, offer

themselves for re-election.

Lincoln Leong Kwok Kuen having been appointed to the Board
under Article 91 of the Articles of Association of the Company
since the last Annual General Meeting, also retires and being

eligible, offers himself for election.

CHOf SR 4049 1 20 s 70t i ) o 2

/e

N




Hong Kong Aircraft Engineering Company Limited Annuai Report 2002

Report of the Directors EEREKE

No Director has a service contract with the Company that is not
determinable by the employer within one year without payment

of compensation (other than statutory compensation).

Details of Directors’ remuneration are provided in note 4 to'the

Accounts.

Corporate governance
The Company has complied throughout the year with the Code

of Best Practice as set out in the Listing Rules (Main Board).

Directors’ interests

At 31st December 2002, the beneficial interests of the Directors
in the shares of the Company, as recorded in the register
maintained under section 29 of the Securities (Disclosures of

Interests) Ordinance (SDI) were as follows:

ZESYREARANETTHEER
FRBEE CEEZBESRMN MR —F
R ZRBESH -

BEEHEFBERIRAMWESME -

/"\—J ""L\

ERREFHET EHRA (ERA2&
ERATR -

TSR
RoBE-E+=A=+-8 RER
% () D] CREME P B
tARERIZEMAMBR  SES
EADEZROTERHENT:

Personal Other Total
Bl A HibigEs HEET
The Hon Michael Kadoorie
(alternate Director) - 3,782,886" 3,782,886 KEEBEB(RES)
Dinty Dickson Leach 112,000 - 112,000 FEE
* By virtue of the SDI, The Hon Michael Kadoorie and his family were deemed to be * REBBEREDZRE ORBEEREREFIEES
interested in 3,782,886 shares in the Company, which are held through PRIEEERBEALFZNG, 782 886 R E

discretionary trusts.

T)lm Asg & e

Neither during nor prior to the year under review, has any right
been granted to, or exercised by, any Director of the Company,
or to or by the spouse or minor child of any Director, to

subscribe for shares, warrants or debentures of the Company.

Other than as stated above, the Directors of the Company held
no interests, whether beneficial or non-beneficial, in the share
capital or warrants of the Company or its assocciated

corporations {within the meaning of SDI).

At no time during the year did any Director, other than as stated

in this report, have a beneficial interest, whether directly or
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indirectly, in a contract to which the Company, or any of its
associated corporations was a party, which was of significance

and in which the Director’s interest was material.

At no time during the year was the Company, or any of its
assoclated corporations, a party to any arrangements to enable
the Directors of the Company to acquire benefits by means of
the acquisition of shares in or debentures of the Company or

any other body corporate.

Substantial shareholders

The register of substantial shareholders maintained under
Section 16(1) of the SDI shows that at 31st December 2002,
the Company had been notified of the following interests, being
10% or more of the Company’s issued share capital. These
interests are in addition to those disclosed above in respect of

the Directors,

Number of shares
BB E

John Swire & Scons Limited

HEASEEERLT 69,649,108

John Swire & Sons (H.K.) Limited &FHAGEBMERDRF 99,649,103 ) Duplications of John Swire EBEE KL E@HR AT

Swire Pacific Limited AEBRAERDT 99,649,103 ) & Sons Limited’s holding Z#3REESE
Cathay Pacific Airways Limited BEEMZEER LT 45,649,686 )
% LB Auditors

EEBRToRREFAELEBEE
PERBRARKESTMERMAR
DEEBEZRER

AEER®
FE
BT

EB —EFE=FZANA

A resolution for the re-appointment of PricewaterhouseCoopers
as Auditors of the Company is to be proposed at the

forthcoming Annual General Meeting.

By order of the Board

David Turnbull
Chairman
Hong Kong, 4th March 2003
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Consolidated profit and loss account #HRaERER

for the year ended 31st December 2002 BEZZFF_F+__HA=+—HUI%F

(in HKS Million)

2001

(EHAHT)

Turnover

1,994

ZAN

Operating expenses: BERE
Staff remuneration 3 (1,040) (1,052) 55 8 2
Cost of direct material/job expenses (367) (431) EEMHBR/ RS
Depreciation 12 {(126) (103) e
Operating lease rentals — land & buildings (55) (60) LEHERS — THREF
Auditors’ remuneration (1) ) ZEEIB S
Changes in work in progress (50} 33 FEIEEE
Other operating expenses (236) (222) Hib 5
Movements in doubtiul debt and stock
obsolescence provisions 70 (54) FERTERELARED
Profit on sale of staff housing 5 - 7 HEBIEERHM
Profit on sale of business to a jeintly
controlled company 6 - 7 HEEB T -RAEASEF
Operating profit 273 118 BERR
Net finance income 7 3 9 MR AFE
Net operating profit 276 127 EERIRR
Share of results of jointly controlled companies 14 262 222 EEREATES
Profit before taxation 538 349 BRE AR F
Taxation 8 (73) (37) B
Profit after taxation 465 312 RRE 1508 R
Minority interest - - DEBHEES
Profit attributable to shareholders 9 485 312 REREERR
Dividends RE
interim - paid 47 38 FH - B4
Final — proposed 76 70 RER - BUE
% Special - proposed 416 - R - BIE
% 10 539 108
T
g Earnings per share 11 HK$2.80 HK$1.87 EREF
3
E
< Dividends per share 70 BREE
g Interim HK$0.28  HK$0.23 8
H )
S Final HK$0.46 HK3$0.42 FE
g Special HiK$2.50 - 5l
Q
) Total HK$3.24  HK$0.65 &3t
=
g
E. The notes on pages 29 to 47 form part of these accounts. BEZNBEEEN+HEZHESE
§ WHEEZ—851 -
&>
s



Consolidated balance shest EEEBEBR

at 31st December 2002 —FF—F+ A=+ HEH

Note
(in HKS Million) Bl 2002 2001 CEEEET)
Fixed assets 12 1,597 1,636 BE&EE
investment in jointly controlled companies 14 1,070 869 EREQTNEE
Deferred items EEIE R
Staff loans 5 5 BEEM
Promissory note 15(a) 2 4 BE
Interest receivable - 38 fEMFLE
Retirement benefit assets 16 156 - RAGEE
Deferred taxation 15(b) (118) (58) EIERRTE
45 (1)
Current assets REBEE
Stocks of aircraft parts 17 68 70 RMEHFR
Work in progress 17 69 19 R IIE
Debtors and prepayments 18 273 188 B R IERERIE
Staff loans - 171 BEBR
Amounts due from jointly controlled companies 11 18 e SN E 1O
Deposits and bank balances 22(q) 547 125 ERRBITETF
968 691
Current liabilities REEH
Creditors and accruals 78 385 352 JER RIEETERIE
Term loan due within one year 21 3 3 —FRERIEHRER
Amount due to jointly controlled companies 6 5 B HEEATRIE
394 360
Net current assets 574 331 REEREE
3,286 2,825
Financed by: BAKIR -
Share capital 19 166 166 R
Reserves 20 3,011 2,547 s
Shareholders’ equity 3,177 2,713 RERE
Minority interest 5 5 DEBERER
Long term loan 21 104 107 RIBER
3,286 2,825
David Turnbull B %
Dinty Dickson Leach EUE g
Directors ZEE é
B
Hong Kong, 4th March 2003 &E —FFE=F=-/NH ﬂ/f%
z
The notes on pages 29 to 47 form part of these accounts. BE-+ARZFM+ R R E
ULEER 2 —#f5 - L
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Company balance sheet AT EEEER

at 31st December 2002 —FE &+ A=+ —A#E

Note
(in HKS Mitlion) BifsE 2002 2001 (EMEET)
Fixed assets 12 1,597 1,636 EEEE
Subsidiary company 13 - - g N
Investment in jointly controlied companies 14 498 485 EREBELANEE
Deferred items EHIEE
Staff loans 5 5 BEER
Promissory note 15(a) 2 4 Bz
Interest receivable - 38 TBULFLE
Retirement benefit assets 16 156 - BARBEE
Deferred taxation 15(5) (118) (58) EREFIE
45 (11)
Current assets NBEE
Stocks of aircraft parts 17 68 70 REEHEE
Work in progress 17 69 119 FEILE
Debtors and prepayments 18 273 188 TR R TR ARIE
Staff loans - 171 BaEN
Amounts due from jointly controlled companies 11 18 JEUG IR B FR0E
Deposits and bank balances 534 112 FRRRITER
955 678
Current liabilities REAE
Creditors and accruals 18 380 346 FEIS R FEETERIE
Term loan due within one year 21 3 3 —FRHARREBER
Amount due to jointly controlled companies 6 5 FEGT HAR R BFIE
389 354
Net current assets 566 324 RBBEERE
2,707 2,434
Financed by : BAHNF -
Share capital 19 166 166 Bx
Reserves 20 2,437 2,161 L]
Shareholders’ equity 2,603 2,327 RERE
Long term loan 21 104 107 RAER
2,707 2,434

David Turnbut!
Dinty Dickson Leach
Directors

Hong Kong, 4th March 2003

The notes on pages 29 to 47 form part of these accounts.
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Consolidated cash flow statement 4B S HRE R

for the year ended 31st December 2002 HE-ZBF-F+ A=+ Bt 5F

Note
(in HK$ Million) Mg 2002 2001 (E¥BETT)
Cash flow from operating activities BEHSRA
Cash generated from operations 22(a) 400 267 BEEEZRE
interest paid ©) (10) [=AREVESE
Interest received 49 12 2 FLE
Net cash inflow from operating activities 440 269 BEDSRARE
Cash flows from investing activities REFEKZRERE
Purchase of fixed assets (87) (45) HEETEE
Sale of fixed assets - 9 HEBREEE
Investment in jointly controlled companies (1) (31) EHEQRZRE
Loans advanced to jointly controlled companies (20) (22) FHEQRIER
Dividends received from jointly controlled companies 40 10 S EEARIZIES
Net decrease in staff loans 171 28 BEERRSFHE
Net increase in short-term deposits B={EAFEH L EPER
maturing after three months (60) (1 EnEEE
Net cash inflow/(outflow) from investing activities 43 (52) REEBBESRA (R FE
Cash flows from financing BRE-BEMO
Repayment of term loan (3) (3) BERBER
Purchase of Company’s shares (1) (7 BRARTRG
Dividends paid to shareholders (117) (101) ERNTREZRE
Net cash outflow from financing : (121) (111) BRECHRERHTFH
Increase in cash and cash equivalents 362 106 HERREEEYEM
Cash and cash eguivalents at beginning of the year 113 7 FNHEECRERRSEE
Cash and cash equivaients at end of the year 22(c) 475 113 FREBECEGRESEED

The notes on pages 29 to 47 form part of these accounts.
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Consolidated statement of changes in equity #RERESFHR

for the year ended 31st December 2002 BZ=FE-F+ZA=Z+—HIFE

Note
(in HKS Mitlion) R ex 2002 2001 (e =ET)
—A—BHEEZREE

Total equity at 1st January, as previously reported 2,713 2,509 M2 BiERE
Change in accounting pclicy 20 117 - BETERE N
Total equity at 1st January, as restated 2,830 2,509 —A—HA#EREER  ES)
Profit attributable to sharsholders 20 485 312 N& PSR F
Repurchase of own shares BOAQERGE

- shares repurchased and cancelled 19 - (1 - BE Ry

— premium paid on repurchase 20 (1) (6) - BERE
Dividends paid 20 (117) (101  BitEs
Total equity at 31st December 3,177 2,713 T A+ -BHEE T BEET

The notes on pages 29 to 47 form part of these accounts.

BF=AARERU SR 2R
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Notes to the accounts BE B KizE

1. Principal activities

The Hong Kong Aircraft Engineering Company Limited Group is primarily
engaged in the business of commercial aircraft overhaul and maintenance in
Hong Kong. The principal activities of the Group’s jointly controlled companies
are set out on page 47.

The Company is engaged in the business of maintenance, modification and
repair of commercial aircraft in Hong Kong. No further business segmental
information has therefore been reported.

The Group’s jointly controlled companies, all of which are engaged in the same
business as the Company, operate both in Hong Kong and overseas. Financial
summaries of the jointly controlled companies are provided under note 14,

2. Statement of principal accounting policies

(a) Basis of preparation

The accounts have been prepared in accordance with accounting principles
generally accepted in Hong Kong and comply with accounting standards
issued by the Hong Kong Society of Accountants (HKSA). They have been
prepared under the historical cost convention.,

In the current year, the Group adopted the following Statements of Standard
Accounting Practice (SSAP) issued by the HKSA which are effective for
accounting periods commencing on or after 1st January 2002:

Presentation of financial statements
Foreign currency translation

Cash flow statements

Employee benefits

SSAP 1 {revised)
SSAP 11 (revised)
SSAP 15 (ravised)
SSAP 34

(b} Basis of consofidation

The consolidated accounts incorporate the accounts of Hong Kong Aircraft
Engineering Company Limited and its subsidiary company made up to 31st
December,

The results of the subsidiary company are included in the consolidated profit
and loss account and the minority interest therein Is deducted from the
consolidated profit after taxation.

Intercompany transactions, balances and unrealised gains on transactions
between Group companies are eliminated upon consolidation.

(c) Subsidiary company

A subsidiary is a company in which the Group has an interest of more than
one half of the voting powers or otherwise has the power to govern the
financial and operating policies.

(d) Jointly controlled companies

A joint venture is a contractual arrangement whereby the Group and other
parties undertake an economic activity which is subject to joint control and
none of the participating parties has unilateral control over the economic
activity of the entity.

1. TEEH
EERBIBERASIEETAENSEHAR
BARERBEEYR - FEEZAEQARNZIR
EBREMALE -
RRAREERCERARBEE  HERERE

% AUHUTEBESE-—STEEDREN -

%@329&&@?@%@%@7&*%%2%
B REEREHINLEE AZQAZ2HBERE
RETEE14500 -
2. TEEHHEEHRS
(a) HBHREE
ZERENEREEEEERZE ﬂ??iﬁ%%
g YHEEASHO TR M2 TR -
FEEENEEELRETREE -
EREE ZEEHEBUTHEBEEERS
BHEZEHEREY R-BT_F-—-F—8
R EEEZEEHBER
SHESENE N (BE) [UBBER
51/
EHEBEMNET K USED) [NEFHEH]
SHEBEYNETREUSE) [RERKER]
SHERENE=ZTUSR [EERH

(b) HEFE
Z«?éﬁué@%%/ﬁﬂ%’&%l&ﬁﬁi’&ﬂ HITE
REVBEET R=Z+—HZEE -

MBARZEHECEENGEAEERA  AF
DERRER R ERTEESER R -

REERS  ERREERARNHESZRER
ME - REFETE -

(c) WEBLE
WBRAREREEFERFERERIER
NEEEREMEREERE DR -

(d) #IELQF

SEWMBED-—HANLH  HEEREGEHF

iéﬁniﬁé@i;’i%ié%ﬂ - MEBREEEEDALRE
CAB-RPEZBHGHEZABIZEES
EITE IR -
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Notes to the Accounts BR B M3E

The consolidated profit and loss account inciudes the Group's share of results
of jointly controlied companies. In the consolidated balance sheet, the
investment in jointly controlied companies represents the Group’s share of net
assets. In the Company’s balance sheet, investments in jointly controlied
companies are stated at cost less provision for permanent diminution in value,
if any.

(e) Goodawill

Goodwill arising on consolidation represents the excess of cost of acquisition
of subsidiary and jointly controlled companies over the Group’s share of the
fair value ascribed to the separable net assets at the date of acquisition. All
goodwill arising before 1st January 2001 was eliminated against revenue
reserve. Goodwill incurred after 1st January 2001 is capitalised in the balance
sheet and is amortised 1o the profit and loss account on a straight-line base
over its estimated useful economic life.

Any impairment arising on goodwill is recognised in the profit and loss account
immediately.

(f) Foreign currencies

Foreign currency denominated monetary assets and liabilities and the balance
sheets, are translated into Hong Kong dollars at the rates of exchange ruling
at the balance sheet date. Foreign currency transactions during the year are
translated at the market exchange rates ruling at the transaction dates.
Exchange differences are reflected in the profit and loss account except for
unrealised differences on net investments in foreign jointly controlied
companies which are taken directly to revenue reserve.

On adoption of SSAP 1 (revised), the profit and loss accounts of foreign
jointly controlled entities denominated in foreign currencies are translated at
the weighted average exchange rates during the year. This is a change in
accounting policy from previous years where these were translated at the
balance sheet date. The effect of such change is not material to the accounts.

(g) Assets under operating leases
Leases where substantially all the rewards and risks of ownership of assets
remain with the leasing company are accounted for as operating leases.

Payments made and due under operating lease agreements are aggregated
and charged to operating profit evenly over the periods of the respective
leases.

(h) Fixed assets and depreciation
Fixed assets are carried at cost less depreciation.

Rates of depreciation are calculated to write off the cost of fixed assets over
the estimated useful lives of the assets.

Any land premium payatle on acquisition of leasehold land is depreciated from
the date of occupation over the remaining lease period. The estimated useful
lives of buildings range from 20 to 40 years. Facilities are depreciated over 20
years from the date of occupation. Plant and buildings under construction are
not depreciated.

RABEEOREIEREREATZELE
e ERAEEABERL  ERELRZESA
HERTEERGLEEESHE EXRFEES
BERR EREQCEZREBRXEANBXKAZ
HEEE (1H) S -

(e) BHEE

RERBMELECHEE  BRBHREADR
HBARZKABRENEERAREET S
EEFEDPEREZLFER - IER_FT—
F-A-HRELAZBBRECAREERDHR
e —EE-FE-A-HRELZEBESESE
REEBBRZRANERL  REBEGHZBR

B ERBIET A BEREETD -
EAREEEELZRENBREZRPE
(f) Sheg

M BERET ZBEREERBRAREERE
FOEREEREREERZAARLRE
e FRAZIBERSURSRAZTSHEL RS
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The estimated useful life of certain buildings were revised in 2002, While such
buildings were designed to have a 40-year life, the Directors have decided that
it is more appropriate that these facilities are amortised over the period of the
franchise agreement of 20 years.

Where the carrying amount of an asset is greater than its estimated
recoverable amount, an impairment loss is recognised to reduce the asset to
its recoverable amount.

The depreciation rates in use for other assets are as follows:

Equipment, plant and machinery 10% to 33%
Motor vehicles 20%

The gain or loss on disposa!l of a fixed asset represents the difference between
the net sales proceeds and the carrying amount of the asset, and is
recognised in the profit and loss account.

(i) Stocks and work in progress

Stocks and work in progress are stated at the lower of cost, calculated on a
weighted average basis, and net realisable value. Net realisable value is
determined on the basis of anticipated sales proceeds less estimated selling
axpenses.

(j) Cash and cash equivalents
Deposits and bank balances are carried in the balance sheet at cost.

For the purposes of the cash flow statement, cash and cash equivalents
comprise cash in hand, amounts repayable on demand from banks and
financial institutions and short-term liquid investments which were within three
months of maturity when acquired.

(k) Deferred taxation

Provision is made for deferred taxation at current rates of taxation using the
liability method for all material timing differences except where it is considered
that no liability or asset will arise in the foreseeable future.

(I} Turnover and revenue recognition

Turnover is the aggregate of amounts invoiced to customers. Invoices are
raised either on completion or on stage completion depending on the terms of
individual contracts. For incomplete contract work, revenue recognised
represents cost of work incurred which is valued on the same basis as work in
progress. Total revenue recognised for the completed contract is equal to the
aggregate of amounts invoiced for the contract. Finance income is recognised
on an accruals basis. Dividend income is recognised when the right to receive
payment is established.

(m) Staff benefits
(i) Retirement benefits
The Company offers either the Mandatory Provident Fund (MPF) or one of
two defined benefit retirement schemes to staff. The latter schemes are
held under trust arrangements and actuarially valued as required on a
regular basis using a prospective actuarial valuation method. They are
funded in accordance with the actuarial recommendation.
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Notes to the Accounts ER BT

On adoption of SSAP 34, contributions to the MPF continue to be
charged to the profit and loss account as incurred. For the two defined
benefit schemes, retirement benefit costs, which are assessed using the
projected unit credit method, are charged to the profit and loss account.
Under this method, plan assets are measured at fair value; retirement
benefit obligations are measured as the present value of the estimated
future cash flows by reference to market yields on Exchange Fund Notes,
which have terms to maturity approximating the terms of the related
liability. Actuarial gains and losses to the extent of the amount in excess
of 10% of the greater of the present value of the plan obligations and the
fair value of plan assets are recognised in the consolidated profit and loss
account over the expecied average remaining service lives of the
participating employees. This differs from that for previous years when
retirement benefit costs were assessed using the attained age normal
method and obligations were discounted at the expected rate of return
on plan assets. The opening revenue reserve at 1st January 2002 has
been increased by HK$117 million as a result of the initial transitional
surpius net of deferred tax determined as above. Comparatives have not
been restated as there is no material difference in the 2001 charge to the
profit and loss account under the old and new policy. More details are
provided under note 16.

(i) Staff leave entitlements
Costs related to staff annual leave are recognised as the leave accrues to
staff.

(n) Related parties

Related parties are individuals and companies, including subsidiaries and
jointly controlled companies, where the individual, company, or group has the
ability, directly or indirectly, to control the other party or exercise significant
influence over the party in making financial and operating decisions.

3. Staff remuneration

Total staff remuneration for 2002 was HK$1,040 million (2001 : HK$1,052
million). The five highest paid employees included four (2001 : four) directors
whose remuneration is shown in note 4. The remuneration of the remaining
one (2001 : one) highest paid employees comprises:

(in HKS Mition) 2002 2001

SHERKEREZTMYE  BES
A BEMNBEABEER - MMEBERE
EREAAENEUEREREZERK
BHEAARE - REBIE  FHEEERD
FEHE mMEASHNECHSZHBREA
WNEESZEZESREZMREEE
WERERRBEERE BREABRE-
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Salaries, allowances and benefits in kind 3 2
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4. Directors’ remuneration

4. EEBS

(in HK$ Mitlion) 2002 2001 (BB EHET)

Pension scheme contributions 3 1 RIRSEEIHR

Salaries, allowances and benefits in kind 21 14 & - ZREREWRE
24 15

Number of directors

BFEAH

Distribution of Directors’ remungration: BEEME R
HK$0.0M - HK$1.0M 8 10 BERTERE -TET
Over HK$1.0M - HK$1.5M 2 - BE-SETNEAE-SAHER
Over HK$1.5M ~ HK$2.0M - - BE-ERTERNLEERE -G8
Over HK$2.0M - HK$2.5M 1 1 AU THERN LEABE-FRATER
Qver HK$2 5M — HK$3.0M 1 1 BE_ARETEANLESBEZEET
Over HK$3.0M - HK$3.5M - - AU —BEETULERSE SR TER
Qver HK$3.5M — HK$4.0M - - BE [ RETEANLEEZEEBNGE R
Over HK$4.0M — HK$4.5M 1 1 BENESEAN EEEENERTERT
Over HK$4.5M — HK$5.0M - - EENEATETUELESREAEET
Over HK$5.0M — HK$5.5M - 1 AETEERTULEEERTATER
Over HK$5.5M - HK$8.0M 1 - AR RTERN EEEREEE R
Over HKS6.0M — HK$6.5M 1 - BB BB LERES A ABEATEL

15 14

Directors' fees paid to the independent non-executive Directors during the ERETMTELHBEEE NS BHE

year totalled HK$0.1 million (2001 : HK$0.1 million); they received no other ’iﬁﬂ'%ﬂ;( TE-E5BETET)  BHEYL

emoluments from the Company or its subsidiary company. BAFATNEMNEQSIRDEMNE -

5. Profit on sale of staff housing 5. EEBIERHHA

In 2001, the Company disposed of the last residential unit at Twin Bay Villas, ZEF-F  RRanETREHANRER

Clearwater Bay Road, Sai Kung, New Territories. This property was originally
acquired in 1970 as staff quarter.

6. Profit on sale of business to a jointly controlled company
The profit in 2001 arose from the sale of the Company's wheel and brake
business to Goodrich Asia-Pacific Limited.

FEEBKBEBRREZTTEN - LLPER
R-NEBEBAUMERBEIMERN -

6. HEERF-RAZAT®RR
ZEE-FZBRMRELERARTNZIHBRE
BHE EHEFCoodrich Asia-Pacific
Limited »
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Notes to the Accounts BB BT

7. Net finance income

(in HKS Mitfion)

7. MBBAFR

CEEEET)

Finance income

Interest on bank loans and overdrafts

Interest on long term loan not wholly repayable
within five years

BTABURA
FITERREXZME

BERIEANZHEEZEHETNE

8. Taxation

(in HK$ Mitlion)

8. BE
(EREET)

The taxation charge comprises:
The Company and its subsidiary company:
Deferred tax (38)
Share of taxation attributable to

jointly controlled companies {35)

(73)

BESHEE:
ARRRENBAE -
EERIE

JE{E A LT ZHA

No provision for Hong Kong profits tax has been made for the year as the
Group’s assessable profit is wholly absorbed by the tax losses brought
forward. Overseas taxation is calculated at tax rates prevailing in the
respective jurisdictions.

Provision has been made for all significant deferred taxation liabilities.

9. Profit attributable to shareholders
Of the profit attributable to shareholders, HK$277 million (2001 : HK$129
million) is dealt with in the accounts of the Company.

10. Dividends

{in HK$ Million) 2002 2001

e mELEAD RS AN ABERER
ER FRURE AT EEE B A G R e
BB REN RS AR EEAEASRE
HE -

ERMEEXECHARBELES -
8. BRBERF

BRERGRNG  DHERERFREANRE
BB T+EER(ZE2E-FHE8 B

THEET °

10.R2

CER B BT

Interim, paid on 23rd September 2002,

of HK$0.28 per share (2001 | HK$0.23) 47 38
Final, proposed, of HK$0.46 per share
(2001: HK$0.42) 76 70
Special, proposed, of HK$2.50 per share
(2001 nil) 416 -
539 108

RIBEF-_FNAZTZHERBZ RS -
GIREE0.287T (ZEE—FABE0.237T) °

EERREIR B EREB046T (ZEE—-F B
FEHEQ.4270) °

BREREEREE20T(CEE—55

2) o

At a Board meeting held on 4th March 2003, Directors recommended a final
dividend and a spec’al dividend of HK$0.46 and HK$2.50 per share
respectively. The proposed dividends are not reflected as dividend payables in
these accounts, but will be accounted for as an appropriation of the revenue

reserve for the year ending 31st December 2003.
4E>L

A

N
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11. Earnings per share

Earnings per share are calculated by reference to the profit attributable to
shareholders of HK$465 million (2001 : HK$312 million) and to the weighted
average of 166,329,738 (2001 : 166,945,373) ordinary shares in issue.

11.8RB7
EERNDRBRREGSNEROESTH
BEL(CEE-—FHEBZF-—TFTBED
REBTZNEFIRGEE 166,329,738
(ZZF—F/A166,0453738) LERHY -

12. Fixed assets 12.BEEE
Group and Company
Land held in
Hong Kong ~ Plant and Total held
on medium Plant, Equipment  buildings by Group
term lease machinery and under and
EEEES and tools Motor furniture construction  Company
Z4i - Buidings B - #28 vehicles BEE HEREE £2ERAT
(in HK$ Million) REE L #BE BRIE AE AL BT HBEEE (BEEET)
Cost RE
At 31st December 2001 21 1,066 927 114 65 4 2,197 ZEE-E+-A=+-BgE
Additions and transfers - - 81 4 2 - 87 BERHEE
Disposals - - (8) (2} (1) - (11) HE
At 31st December 2002 21 1,066 1,000 116 66 4 2,273 —FE-E+-A=+-8EH
Depreciation E
At 31st December 2001 1 93 333 80 54 - 561 ZZF-E+-A=-+-BEE
Charge for the year 1 54 54 13 4 - 1206 AEENE
Digposals - - (8) 2 (1) - (1) HE
At 31st December 2002 2 147 379 91 57 - 676 —EF-E+-AZT-BEE
Net book value FEFE
At 31st December 2002 19 219 621 w_2§ . g _ 4 1,507 ZEE-ES-B=+-HEE
At 31st December 2001 20 973 594 34 11 4 1,636 ZZER-F+ZAZT-HEE

The estimated useful life of the hangar and its related backshops and offices
has been revised to the length of the franchise agreement from the Airport
Authority. As a result of amortising the remaining cost over the last 16 years
of the franchise, the depreciation charge for the year has increased by HK$27

million.
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Notes to the Accounts BEEEBi:E

13. Subsidiary company

The Company holds 60% of the 500,000 issued and paid ordinary shares of
HK$1.00 each, totalling HK$300,000 (2001 : HK$300,000) in South China
Aero Technology Limited (SCAT).

Principal activity of the subsidiary is set out on page 47.

14. Jointly contreiled companies

Group Company

EE D7)

(in HK$ Mitlion) 2002 2001 2002 2001

13.IMEB L8
TRBEEEENBARERMERNAERAA
ERATLREZHEREEEE—TZETER
EEEFREACATRE  BIHEBZTER
(ZEF-—FREE=ZTER -

MBLARZZ2RZHIREETLH -

14. X EQF

(B HET

Unlisted shares at cost 237 238 237 236
Attributable post-acquisition profits 600 413 - -

837 649 237 236
Goodwill {29) (29)
Share of net assets 808 620
Loans due from jointly controlled
companies 263 250
Loans due to jointly controlled companies (1) (1

1,070

Dividends received and recsivable from
jointly controlled companies 40 7 10

FEEMRRE
Wi s RN

Bk BAREELBRE

HK$76 million or 29% of the Group’s share of the pre-tax results of the jointly
controlled companies (2001 : HK$79 million or 36%) was contributed by
companies operating in Mainland China while the remaining amounts were
contributed by companies operating in Hong Kong.

The principal jointly controlled companies are shown on page 47.

V

EHEEAERAFBHAEER BB LT R
BEETHEAZ TN ZEE-—F5E8% LT
ABBARBOZ=Z TR EERTENDEE
ZRECBRTHRENERLEEZLA -
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14. Jointly controlled companies (cont'd)

The financial results of the jointly controlled companies at 31st December are

14. #2028 (&)
RERFTRTZAZ+-EZHBERERT -

as follows:
HAESL TAECO
EEMETEIR EfIRE Others Total
BIBEEBARE FRMETIZAH Efh BE
(in HK$ Million) 2002 2001 2002 2001 2002 2001 2002 2001 (B EHET)
Turnover 3,356 3,279 583 591 272 184 4,291 4054 EEE#E
Operating profit 403 328 160 174 49 36 612 538 EEEF
Net finance (charges)/income (20) (44 - 1 (2) ) (22) (45) WIRE(E®)WMAEE
Share of results of associates (8) - (11) (15 - - (18) (15 EEHBARREA
Profit before taxation 375 284 149 160 47 34 571 478  BEBDER
Taxation (62} (44) (7) {6) (7) (5) (76) (55) KA
Profit attributable to
shareholders 313 240 142 154 40 29 495 423  BREESEF
Dividends - - (39) - (43) (20) (82) (20) MBE
Surplus/(deficit) retained
for the year 313 240 103 154 (3) 9 413 403 AEERSERHR(EE)
Furds employed: EEER
Long-term assets 819 772 838 747 141 109 1,798 1,628 REBAE
Current assets 1,211 1,450 187 178 138 147 1,836 1,775 RBEE
2,030 2222 1,025 925 279 256 3,334 3,403
Less: current liabilities 666 1.020 103 105 i51 137 920 1,262 BoRBRE
1,364 1,202 922 820 128 119 2,414 2,141
Financed by: BARR
Shareholders’ equity
and loans 1,307 980 908 805 111 95 2,326 1,880 RRRRTERER
Long-term liabllities 57 222 14 15 17 24 88 261 KHRE
1,364 1,202 822 820 128 119 2,414 2,141
Group's weighted average % EENTEE Z N T
shareholding in the year  45.0% 45.0% 49.6% 47.9% Emaa®
Group's attributable pre-tax
profits 169 128 74 79 19 15 262 000 EEEBERBEEH
Less: share of taxation
thereon (28)  (20) (3 3) (4) @) (35) (25 R EEIEZEIA
Group's share of profit
attributable to
shareholders 149 108 71 76 i5 13 227 197  EEBEREETN
Group’'s share of funds
employed at +-—A=+—RKEE
31st December 588 444 447 396 35 32 1,070 869 EEENERER
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Notes to the Accounts EEB M

15. Deferred items

(@) Promissory note

The promissory note from a third party, the final repayment date of which is in
2004, and which is irrevocable and interest-free, represents the balance of an
instalment payment receivable from the sale of aircraft spare parts. The current
portion of the promissory note is included under debtors and prepayments in
current assets.

15 EHIEE

(a) BE

HEREBFEZE BRBREBRHETA-ZETN
FEZTRARERGEBHENERSHERKES
r BB BN ES BEZRELSER
ARBEERE BB REFNER -

(b) Deferred taxation (b)EAEFHIE
Group and Company
RERLT

(in HKS$ Mitlion) 2002 2001 CBYEET)
At 1st January, as previously reported 58 46 —A—BEYE  NZARE
Change in accounting policy to retirement

benefits (Note 2(m)) 22 _ - I HEERRERN ZRE (5 2(m)
At 1st January, as restated 80 46 —A—B#E  wE7|
Transfer from/(to) profit and loss account BE BT BER

Current year charge - 3 RFEEEZH

Offset of tax losses 38 38 9 12 TR IR RS
At 31st December 118 58 +ZRA=+—H#
Provided in accounts in respect of: ERRERIBELATIER -
Accelerated depreciation allowances 147 147 IEFERHE
Offset of tax losses (51) (89) IEEHTRIBRE
Other timing differences 22 - AfbaEER|

118 58

Provision has been made for all significant deferred taxation liabilities.

16. Retirement benefits

(a) Overall

Staff employed by the Company before 1st December 2000 were offered a
choice between Hong Kong’s Mandatory Provident Fund (MPF) and the
defined benefit retirement schemes as described below. Since 1st December
2000, all new staff employed have been enrolled in the MPF,

The Hong Kong Aircraft Engineering Company Local Staff Retirement Benefits
Scheme provides resignation and retirement benefits to its members, who are
employed locally, upon their cessation of service with the Company. The
Company meets the fuil cost of all benefits due by the Scheme to members,
who are not reguired to contribute to the Scheme.

Similarly, the Hong Kong Aircraft Engineering Company Staff Retirement
Benefits Scheme is for staff employed on expatriate terms. However, both
members and the Company contribute to the Scheme.

Actuarial valuations of the two defined benefit schemes were performed by
Watson Wyatt, an independent firm of actuaries, using the projected unit credit
method.

N

EAHAEAEERER BIELEE -

18. RIKER

(a) At
RIZETEFE+-A-HHEBEERRRERZE
E FEEZNEENEMELES (RESD)
HEISTHZATERERTE - B2EFF
FE+A-HE FEFABNEEESINAR

N

ERRBIBEARLCIZAMESRKENE
B REEAMERZETHRSREMERKE
e REARBBRBRITEMES Z — Y48
Mz2EER  BEEEMAGIBIHEK -

FEiEd ERRBIEEROFBAEMREN
BN ARENERERERZBEMR - F
B BB RARIAMZTEMHER -

ZRMEATEREFGEZEEFES —HB
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16. Retirement benefits (cont'a)
The retirement benefits costs reccgnised in the profit and loss account were
as follows:

16. B R BRI (&)
EARRBRTERZRAENERDOT

{in HK$ Million) 2002 2001 (EM EHET)
Local Staff Retirement Benefits Scheme 47 30 IR BRERET
Expatriate Staff Retirement Benefits Scheme 1 - BIME AR B IRNEME B
MPF Scheme (@5% of staff's relevant income BESHE (RREREERBRAESZA
capped at HK$1,000/month) 3 2 RABEBE—TT)
51 32

(b) Defined benefits retirement schemes
The amount recognised in the profit and loss account was made up as
follows:

(b) RERIIEFIH B
SABREZBBEEEMT -

2002
Expatriate
Local Scheme
Scheme EIMEER Total

(in HKS$ Mitlion) FitiE B51 BEHE B (EMEET)
Current service cost 71 5 76 AERGER
Interest cost 86 5 91 FMEEH
Expected return on plan assets (110) 9) (119) HBIEEESER
Total 47 1 48 k]
Actual return on plan assets {110) (10) (120) HEREZEREE

The amount recognised in the balance sheet was determined as follows:

Group and Company

REERBRTERIZBENT

LS NG
2002
Expatriate
Local Scheme
Scheme HgHME A Total

(in HK$ Million) RipERFE BEE B e (CE® EET)
Present value of funded obligations 1,460 95 1,555 DIRRERCRE
Fair value of plan assets (1,244) (112)  (1,358) HEEEZATE
Present value of unfunded obligations 216 (17) 1989 RIRBETZRME
Unrecognised actuarial iosses {333) (22) (355) REREHEE
Asset recognised in the balance shest (117) (39) (156) CREEABETRABZEE
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16. Retirement benefits (cont’d)
Movement in the asset recognised in the balance sheet:

Group and Company
SEELE

2002

Expatriate

Local Scheme

Scheme BIMEFE

(in HK$ Million) FipERTEl BEE

16. BB H (&)
EREERERTRBZEEERD

(BEEET)

At 1st January (89) (40)
Total expense — as shown above 47
Contributions paid (65)

At 31st December (117)

—HA—-BEE
#EX — T
EARES

tTZR=+—H&E

Principal actuarial assumptions for the year:

2002

Discount rate 5%
Assumed rate of return on plan assets 6%
Assumed rate of future salary increases 2% for 2004 and 4% thereafter

20045 5R2% » 2B H4%

FRIRE
RERETEEEREE
RE R BE &

17. Stocks and work in progress

Stocks and work in progress are stated at the lower of cost, calculated on a
weighted average basis, and net realisable value. The carrying amount of
stocks and work in progress at year end carried at net realisable value is
HK$40 million (2001 : HK$52 million) and HK$7 million (2001 : HK$55 million)
respectively. The remaining balance is carried at cost,

17.FERARIR
FERRTIEZRANBTHEEFEZ MR
RABRBEMETZIREEAE REFE
BE NHUERFEREZFERRTEIRER
HESHAREETEL(ZRE-FR%E%R
ToBEEDRBELAEBL(CET-FRE
BOTHEEL - B TEBHUNREAR -



18. Debtors and creditors

The credit terms given to customers vary and are generally based on their
individual financial strengths. Credit evaluations of debtors are performed
periodically to minimise any credit risk associated with receivables.

As at 31st December 2002, 97% of debtors (65% as at 31st December 2001)
and 99% of creditors (83% as at 31st December 2001) were aged under six
months.

18. BU R B IREA

RTEENEERTSTER  —RAETHE
FFBENTE - FRAEHEHEBAERE
At MBREREHEBRFEAHENESR

B o

IRFEFAZT-BEE BoZAT
TRBREE(CER-F+HAZ+—HEER
BAZATEIREAZATAEARE(ZE
F-FE+RA=+t-HEERESZATIIZ
BREIGERNEA -

19. Share capital 19. B &
Company
A
No. of shares HKEM
RigHE EBEEET
Authorised: JETERRA

Ordinary shares of HK$1.00 each

At 31st December 2001 and 2002 210,000,000 210

Issued and fully paid:
Ordinary shares of HK$1.00 each

At 31st December 2000 166,983,450 167
Shares repurchased and cancelled (632,000) (1)
At 31st December 2001 166,451,450 166
Shares repurchased and cancelled (126,600) -
At 31st December 2002 166,324,850 166

SREESR 0TEER
SEE-ERCFF-FT-AST-BEE

BARGERE -
SREEBH1.007TEER
SEFEEETIAST-A4H
BB REHR

CEE-F+-AZ+-BRE
BE RFEk G

ZERCFFR=T-HEE

During the year under review, the Company repurchased 126,600 (2001 :
532,000) of its own shares on the Hong Kong Stock Exchange at an
aggregate consideration of HK$1 million {2001 : HK$6 million).

All the shares repurchased were subsequently cancelled. An amount equal to
the nominal value of the shares cancelled was transferred from the revenue
reserve to the capital redemption reserve as disclosed in note 20.

EAEER  ARREEEBARIAUER
BEE-BEL(CEE-FREEREERD)
BEH126,600BRH(ZFEE-F54
532,0008%) -

PREBLE Z M BN - MMME20M R
B —ZRSHCEHBDEELRES AR
HRERAETEDRS -
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20. Reserves
Capital
redemption reserve
AAEEIRE

Total
o5

Revenue reserve
W R

Hong Kong Aircraft Engineering Company Limited Annual Report 2002
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(in HKE Million)

2002 2001

2002

2001

2002 2001

Group

At 1st January, as previously
reported

Change in accounting policy to
retirement benefits (Note 2(m))

At 1st January, as resteted
Profit attributable to shareholders
Repurchase of own shares
~ premium paid on repurchase
~ transfer betweeen reserves
Previous year's final dividend paid
Current year’s interim dividend paid

At 31st December

The Company
Subsidiary company
Jointly controlled companies

Company

At 1st January, as previously
reported

Change in accounting policy to
retirement benefits (Note 2(m))

At 1st January, as restated
Profit attributable to shareholders
Repurchase of own shares
— premium paid on repurchase
- transfer between reserves
Previous year’s final dividend paid
Current year's interim dividend paid

At 31st December

2,645 2,324 19 18 2,664 2,342
465 312 - - 465 312
(1) (©) - - (1) ®)
- (1) - 1 - -
(70)  (63) - - {70)  (83)
(47) (38) - - (47) (38

2,892 2,528 19 19 3,011 2,547

2,384 2,107 18 19 2,403 2,126
8 8 - - 8 8
600 413 - - 600 413

2,092 2528 18 19 3,011 2,547

2,142 2,121 18 18 2,161 2,138
117 - - - 117 -

2,259 2,121 18 18 2,278 2,139
277 129 - - 277 129
{1) () - - (1) (6)
- {1 - 1 - -
(70) (63 - - {70)  (63)
(47)  (38) - - 47) (38

2,418 2,142 19 19 2,437 2,161

—A—HB&E  WZARE

BHEE

—A—H&EE
PR B A s
BERIARERG
— ERHE
— REER
BN EEERERE
ENAEERHEE

TIAZT-R&EE

SRARER 2 2 (HEE2 (m)
WEZH

RS
S

I

N
W
a
B

B
)

—E—BEE  MZRRE

SEHIRFEIR BRI 2 B (B 52 (m)
B

Distributable reserves of the Company at 31st December 2002, calculated
under section 798 of the Hong Kong Companies Ordinance, amounted to

HK$2,418 million (2001

The revenue reserve includes HK$539 million (2001

: HK$2,142 million).

© HK$70 million)

representing final dividend and special dividend for the year under review

(note 10).

e

—A—B#E  mEH
PR R A
BRIARTIRD

— BEiE

- RS
B L FERHEE
ENAEETERE
ToAZT—BEE
BEEELTEHEMNE L T N(B)F:E
E ARRARIFE_F+R=1—
BR SRz EERBE _THE—TN
BER(CEF-ERE8_+—(EE
FTHE °
WHBEEBREAEE KBRS RS FIK

SME1I0REIR=TAREL(Z
EE-—FREBLTER -



21. Long term loan 21.RHER
Group and Company

E@BLF
{in HK$ Million} 2002 2001 (B EET)
Outstanding at 1st January 110 113 R—A—BxEE
Repayment during the year 3) (3) REEREER
Balance at 31st December 107 110 +ZRZ+—RAKE
Maturity profile: AR
Repayable within one year 3 3 B-ENEER
Repayable between one and two years 4 3 R—EZMERER
Repayable between two and five years 14 13 RREZAFRER
Repayable after five years 86 91 REEHER
107 110
Amount due within one year included under
current liabilities (3} (3) ARBBEE AR -FANERRE
104 107

The loan is provided by Troon Limited, a subsidiary of Cathay Pacific Airways
Limited, to the Company for the construction of storage areas for aircraft
spares within the Company’s facilities. The loan is unsecured and repayable
over 40 semi-annual instalments from December 1998 to June 2018. It bears
an interest rate of 8.35% per annum subject to review on the 10th anniversary.
During the year, the interest incurred was HK$9 million (2001 : HK$S million).
The loan arrangement constitutes a transaction with a related party as defined

in SSAP 20 “Related party disclosures”.

ZBERHEENEERQATZIME 2
Troon Limited EH#FARQE - UEXRE
NEHNEBRRETHETE - ZEERLE
P A hAANE+-_RAEZZT-NAERA
DETBEEFRBARE - FMNEAEIZNMZ
- RERTAFRELRLN EXFRNES
HNeBEENBBER (ST —EARENEE
U BESHESENE-TH[AEEALT
PEIRT REHERTHFERN —HE-ZEH
BALTZRS -
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22. Notes to the consolidated cash flow statement

(in HK$ Mitlion) 2002 2001 GEEERT)
(a) Reconciliation of operating profit to net cash (a) BEXERHHEEXBEHAFHEEE
inflow from operating activities
Operating profit 273 118 BERER
Depreciation 126 103 e
Negative goodwill arising on acquisition of WEE—RERNREIMEREE Y
additional interest in a jointly controlled company - (1) EEBE
Gain on disposal of fixed assets and staff housing - (2) TERTEENBIERWES
Receipt/(profit) on sale of business to a jointly
controlled company 7 @) HELB TR HIERTWA CGEF)
Decrease/(increase) in promissory note 2 1) BZE D, (3Em)
Increase in retirement benefits assets {17) - RIKBTEEIEM
Decrease/(increase) in stocks and work in progress 52 (26) FERRZIRR LM
{Increase)/decrease in debtors and prepayments (83) 41 TEUR BN BRTE CEIn)
Increase in creditors and accruals 40 42 JEIT R FRETRRIBIE M
Net cash inflow frorn operating activities 400 267 ERBEMAEHE
Long-term Minority
loan interest Total
{in HKE Mitlion) REMER JEREER e (B EET)
(b) Analysis of changes in financing (b) BREZEFI
At 31st December 2000 113 5 118 ZEETE+ At -HEE
Repayment of term loan 3) - {3) BERAER
At 31st December 2001 110 5 115 ZEE-F+ AT+ —BRE
Repayment of term loan (3) - (3) BERBER
At 31st December 2002 107 5 112 ZEFIFL R -HEE
(in HKS Mittion) 2002 2001 (B EFET)
{c) Analysis of changes in cash and cash (c) RERELEEYZEE I
equivalents
At start of the year 113 7 TEZ R
Increase in cash and cash equivalents 362 106 Re RREZEYEN
At end of the vear 475 113 REEHEE
(d) Analysis of deposits and bank balances at end (d) RERBEZFHRRITETDH
of the year
Cash and cash equivalents ReRASERBY
- Short term deposits and bank balances 475 113 - BEERRBITEE
Deposits maturing after three months 72 12 B=EETEHER
547 125

7N

/]




23. Capital commitments
Group and Company

23.EAMARE

EERAE
(in HK$ Mitlion) 2002 2001 (BB FHET)
Contracted for but not provided in the accounts 23 27 EETHRRERIBPIEER
Authorised by directors but not contracted for 18 25 BEERMARRITL
The Group’s share of capital commitments of jointly LR IEA S EEG IR NE 2 B AR AR
controlled companies not included above: mE
Contracted for but not provided in the accounts 95 68 ETHBRATBREFIEER
Authorised by directors but not contracted for 10 119 KESRHILEERITH
24, Lease commitments 24 BEFRE
Group and Company
(in HKS Mitlion) 2002 2001 (BHEEHET)
At 31st December 2002, the Group had future TEE-FFT_RET-AKE  EEERERT
aggregate minimum lease payments under AREEEHERBERET HEENT
non-cancellable operating leases as follows:
Land and buildings: THREF
Leases expiring: HE EREE
- Within one year 53 57 - —FR
— After one year but within five years 205 225 - —F#RFER
- After five years 538 845 - Tk
796 827

CIORS5 {1 42481 | 201> 38 B i H 9 2 o o
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25. Related Party Transactions 5. HBEALXE

The Group has a numpger of transactions with its related parties. All trading FEABETEHEALIRS - IEZXZHR
transactions are conducted on normal commercial terms in the ordinary and B BEERHUREERERREF TET -
usual course of business. The aggregated transactions and balances which FERBZEARREEHFREMEHEES
are material to the Group and which have not been disclosed elsewhere in the RBBERTFHRERBENT ¢

annual report are summarised below:

Jointly Other
Controlled Related
Companies Parties Total
HELE HibHEALT WBE
in HK$ Million) i 5 2002 2001 2002 2001 2002 2001

Revenue from provisior

of services 177 193 1,083 919 1,280 1,112 RIERRIS TS Z A

Purchase of services 3 6 76 79 43 HBERS

Debtors at 31st December 166 +ZAZ T BEERIERE

Creditors at 31st December 28 ‘A= T -REEENERE

Note: PiaE

a. Revenue from the provision of services to jointly controlled companies a. MAZLERUERBHISZRAZIERES
comprised mainly services to HAESL and TAECO. Services provided to EEMEBRHREERELAREIAER
HAESL included engine component repairs charged at normal commercial BIRARRHRIBE - AEEMTLEHR

rates and the provision of certain administrative services charged at cost
based on the agreement with Rolls-Royce pic concerning the formation of
HAESL. Services provided to TAECO related principally to charges at
commercial rates covering the stationing of a working team of 145 people
on average in TAECO and management services. Services provided to
other jointly controlled companies included component and other
operational support charged at normal commercial rates.

Revenue from the provision of services to other related parties comprised
maintenance charges for the Cathay Pacific Airways, Dragonair and Air
Heng Kong fleets as well as logistic support and storage charges for
Cathay Pacific Airways.

b. Purchases of services from jointly controlied companies comprised mainly
overhaul charges for work carried out on aircraft components by HAESL,

Purchases of services from other related parties comprised spares
purchased from Cathay Pacific Airways and a services fee payable to John
Swire & Sons Limited Group of HK$8 million (2001 : HK$3 million) and
reimbursement, at cost, of expenses incurred of HK$13 million (2001 :
HK$8 million).

c. The outstanding amounts at 31st December 2002 due from/to other
related parties are contained respectively in “debtors and prepayments”
and “creditors and accruals” in the consolidated and company balance
sheet.

With the exception of the services fee payable to John Swire & Sons Limited
Group as described in note b, none of the above related party transactions
constitute a discloseable connected transaction as defined in the Listing
Rules.

BERBLRAREZRBEELR - RELE
WIRS 7 BENEE S E - RIRBEAETR
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BELE -
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AEEMELE  EERELARERRE
CEMBRZEEBERMEFEMEA Ry
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Principal subsidiary and jointly controlled companies

TEMBARMAELT

at 31st December 2002 —FEZF+ZA=Z+—HEH
Owned by
Place of jointly
incorporation controlled
and operation Owned  companies  Attributable
Rl Principal activities directly HiFEAE to the Group
mam e TREH HEES o EE5E
Subsidiary company:
MEAR
South China Aero Technology Limited Hong Kong  Aviation products trading 60% - 80%
EEMERMAERAL &8 NEEmES
Jointly controlled companies:
HEBLT
EADS SOGERMA HAECO Services Hong Kong  Aircraft component repair services  50% - 50%
Company Limited BE FAREHETEIR
GE Engine Services (Xiamen) Xiamen Aircraft engine overhaul services - 20% 9.9%
Company Limited S RIS E IR
BEERBRIBERE (B BEROR
Goodrich Asia-Pacific Limited Hong Kang  Carbon brake machining and 49% - 49%
(formerly named Goodrich Aerospace BB wheel hub overhaul
Asia-Pacific Limited) REEEBR VA RBEAE
(F1#8Goodrich Aerospace Asia-Pacific Limited)
Goodrich TAECO Aeronautical Systems Xiamen Alrcraft fuel control, flight contral - 35% 17.3%
(Xiamen) Company Limited & and electrical component repairs
{formerly named TRW TAECO R i GlE - MEREIER
Aeronautical Systems (Xiamen) R TBE
Company Limited)
ERREAEFMERAE
(AIEEPRARXETFNERLR)
Honeywell TAECO Aerospace (Xiamen) Xiamen Aircraft hydraulic, pneumatic, 25% 10% 30%
Company Limited B avionic component and other
ENEZEREZBATFMERAT) aviation equipment repairs
HAup MR EIERRE
Hong Kong Aero Engine Services Limited Hong Kong Commercial aero engine 45% - 45%
EEMTERSREEREERLT FiE overhaul services
i EE YN
In-Services Asia Limited Hong Kong  Alrcraft component trading and 35% - 35%
EB repair services
RBBUE S REERE
Shandong TAECO Aircraft Engineering Shandong Heavy maintenance services 20% 10% 25%
Company Limited i for B737 aircraft
WRASRETIEERDE B737EI R AE BB RIS
Singapore Aero Engine Services Pte. Limited  Singapore Trent engine overhaul services - 20% 9%
FEME LR EREERRR S BREIZEXERDB
Taikoo {(Xiamen) Aircraft Engineering Xiamen Aircraft heavy maintenance 48.6% - 49.6%
Company Limited BP9 R A HIERERG

BRI SR TERRAT

Principal subsidiary and jointly controlled companias are those which, inthe HERRATEWBANRARAEHERZ¥ERE
opinion of the Directors, materially affect the result or assets of the Group.
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Auditors’ report M EIRTR S =

Auditors’ report to the shareholders of
Hong Kong Aircraft Engineering Company Limited
{incorporated in Hong Kong with limited liability)

We have audited the accounts on pages 24 to 47 which have been prepared
in accordance with accounting principles generally accepted in Hong Kong.

Respective responsibilities of directors and auditors

The Hong Kong Companies Ordinance requires the directors to prepare
accounts which give a true and fair view. In preparing accounts which give a
true and fair view it is fundamental that appropriate accounting policies are
selected and applied consistently.

It is our responsibility to form an independent opinion, based on our audit, on
those accounts and to report our opinion to you.

Basis of opinion

We conducted our audit in accordance with Statements of Auditing Standards
issued by the Hong Kong Society of Accountants. An audit includes
examination, on a test basis, of evidence relevant to the amounts and
disclosures in the accounts. It also includes an assessment of the significant
estimates and judgemants made by the directors in the preparation of the
accounts and of whether the accounting policies are appropriate to the
Company’s and the Group's circumstances, consistently applied and
adequately disclosed.

We planned and performed our audit so as to obtain all the information and
explanations which we considered necessary in order to provide us with
sufficient evidence to give reasonable assurance as to whether the accounts
are free from material misstatement. In forming our opinion we also evaluated
the overall adequacy of the presentation of information in the accounts. We
believe that our audit provides a reasonable basis for our opinion.

Opinion

In our opinion, the accounts give a true and fair view of the state of affairs of
the Company and the Group as at 31st December 2002 and of the profit and
cash flows of the Group for the year then ended and have been properly
prepared in accordance with the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 4th March 2003
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